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This report examines the estimated costs of 
implementing H.R. 925, the Family and Medical Leave Act ot 1987, as 
amended. This bill permits employees to take up to 10 weeks of unpaid 
leave over a 2-year period upon the birth or adoption of a child or 
serious illness of a child or parent and up to 15 weeks every 2 years 
for their own illness. Upon returning to work an employee is 
guaranteed the same, or an equivalent, job. In the first 3 years 
after enactment, firms employing 50 or more people are subject to the 
legislation, and thereafter firms employing 35 or more people must 
provide these benefits. Employers would be required to continue 
health benefits for a worker on unpaid leave on the same basis as if 
the employee were working. The GAO research entailed the review of 
studies of employer parental leave policies and practices in the 
United States and elsewhere to identify: (1) the extent that firms 
currently offer unpaid leave similar to this legislation; (2) the 
likely number of users of unpaid leave and the expected length of 
absence, and (3) how companies cope with the absence of workers 
taking such a leave. Study results indicate that for leave to care 
for new children the estimated cost to employers will be about $90 to 
$102 million annually. Estimated cost of leave to care for seriously 
ill children is between $10 and $11 million annually; estimated cost 
of leave to care for seriously ill parents is $35 to $38 million 
annually; and health insurance cost to employers for temporary 
medical leave is estimated to be about $53 to $61 million annually. 
The lower figures in these estimates are for firms having 50 or more 
employees while the higher figures include firms with between 35 and 
49 employees. (RWB) 
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November 10, 1987 

The Honorable William L. Clay, Chairman 

The Honorable Marge Roukema, Ranking Minority Member 

Subconmiittee on Labor-Management Relations 

Committee on Education and Labor 

House of Representatives 

This report responds to your request for a cost estimate of H.R. 925, 
*The Family and Medical Leave Act of 1987," as amended. This bill per- 
mits employees to take up to 10 weeks of unpaid leave over a 2-year 
period upon the birth, adoption, or serious illness of a child or parent 
and up to 15 weeks every 2 years for their own illness. Upon returning 
to work an employee is guaranteed the same, or an equivalent, job. In 
the first 3 years after enactment, firms emplojang 50 or more people are 
subject to the legislation, and thereafter firms employing 35 or more 
people must provide these benefits. The legislation also specifies that 
employers must continue health benefits for workers while on unpaid 
leave on the same basis as if the employee were still working, but does 
not require the continuance of other employee benefits. To qualify for 
the unpaid leave, employees must have worked in the firm 20 or more 
hours per week for 1 year, but a firm's highest paid 10 percent or 5 
employees, whichever is greater, may be excluded from coverage. 

We estimate the cost of this legislation to employers having 50 or more 
workers will be about $188 million annually. This represents the cost to 
employers for the continuation of health insurance coverage for employ- 
ees on unpaid leave. Table 1 shows our estimate of the number of bene- 
ficiaries and the employer costs for each provision. 



Table Number ■■■■■^■■■■iMHi^^^HIHHi^HlilHIHill^HHHHBMBH 

Beneficiaries and Employer Costs for Cost 
Each Legislative Provision Provisi on Beneficiaries ( miilions) 

Birth or adoption 840.000 $90 

Seriously III child ~ 60.000 10 

Seriously ill parent 165.000 35 

Temporary medical leave 61 0.000 53 



With f inns employing between 35 and 49 people included, we estimate 
the annual cost to be about $212 million. 

Based on data obtained from employers we surveyed and our review of 
national studies of employer-provided parental leave, we believe there 
will be little, if any, measurable net cost to employers associated with 
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replacing workers or maintaining current levels of output while workers 
are on u^ipaid leave. Firms told us that less than one-third of the work- 
ers are replaced and that, for workers who were replaced, the cost of 
replacements was similar to or less than the cost of the workers being 
replaced. Other absences were handled by reallocating work among the 
remaining work force. While some disruption occurred as a result of 
work reallocation or the hiring of temporary workers, the firms also 
experienced savings in that no wages had to be paid to the absent 
workers. 

Although there will be costs ass^iated with the federal administration 
and enforcement of this legislation, we cannot predict the extent to 
which violations will be alleged that would require investigation and 
possible acUudication. Therefore, we are unable to estimate these costs. 



To develop our cost estimate, we obtained data from numerous sources, 
as explained in the appendix. We estimated the number of workers 
likely to take unpaid leave under the new child provision from data in 
the March 1987 supplement to the Current Population Survey (CPS) con- 
ducted by the Bureau of the Census; the number likely to take leave 
under the sick child and temporary medical leave provisions from data 
in the 1985 National Health Interview Survey conducted by the National 
Center for Health Statistics; and the number likely to take leave under 
the ill parent provision from data in the 1982 National Long-Term Care 
Survey sponsored by the Deoartment of Health and Human Services. We 
also surveyed 80 firms in two metropolitan labor markets— Detroit, 
Michigan, and Charleston, South Carolina — to obtain experience data on 
the usage of parental leave, and how employers cope with extended 
absences. To estimate the employer portion of health benefit costs, we 
used data from a Small Business Administration (sba) stuciy of employee 
benefits in small and large firms. The weekly average employer cost per 
worker in 1985 w^c^ estimated to be about $25 for firms covered under 
this bill. 

For each of the bill's provisions, we assumed that all individuals with 
circumstances that might necessitate extended leave woald take off 
either the full period allowed by the bill or the entire period of illness, 
whichever is less. Using data from the 1986 Bureau of Labor Statistics 
Survey of Employee Benefits in Medium and Large Firms and the sba 
study of employee benefits, we estimated the extent that workers ha 2 
existing paid sick, vacation, or disability leave available to use before- 
taking unpaid leave under any of the provisions of this legislation. 
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T ^51 VP tn P51 rp for Npw estimate that the cost of continuing health benefits for workers on 
i^iA unpaid leave to care for new children will be about $90 million annually 

Children ($ 102 miUion annually when firms with between 35 and 49 employees 

are included). 



Unpaid leave to care for new children is used almost exclusively by 
women. Studies of firms in the United States and in other countries that 
allow parental leave for men as well as women, in addition to our own 
survey of companies, support this conclusion. According to the CPS, 
about 2.2 million working women gave birth or adopted a child in 1986. 
Given the 1-year tenure requirement and the firm size exclusion, we esti- 
mate that about 840,000 women would be covered by this provision of 
the legislation. We assumed that women will take the full 10 weeks of 
leave allowed, but about 6 weeks of this leave will be their available 
paid vacation, sick, and disability leave. 



Leave to Care for 
Seriously 111 Children 



We estimate the annual cost to employers for continued health coverage 
under this provision to be $10 million ($11 million annually when firms 
wkh between 35 and 49 employees are included). Using information 
from the National Health Interview Survey, defining serious illness as 31 
or more days of bed rest, and assuming that one parent takes leave to 
care for each child for the duration of their ilbiess (up to 10 weeks), we 
estimate that about 60,000 workers would take leave, averaging 7.8 
weeks per worker. We also assumed that those workers would use their 
paid vacation leave, which averages 1.6 weeks, before taking unpaid 
leave. 



Leave to Care for estimate the costs to employers for continuing health insurance Cv^v- 

o • 1 Til r> 4- erage of workers on unpaid leave to care for seriously ill parents is 

oenOUSly ill Parents about $35 miinon annually ($38 million annually when firms with 

between 35 and 49 employees are included). Using information from the 
1982 National Long-Term Care Survey, we estimate that about 165,000 
workers are caring for parents with serious disabilities. We assumed 
that one worker would take the full 10 weeks of leave authorized by this 
legislation. We slso assumed that these workers would use paid vacation 
leave, which averages about 1.6 weeks per worker, before taking unpaid 
leave. 
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We estimate that the health insurance cost to employers of this provi- 
sion is about $53 million annually ($61 million annually when firms 
with between 35 and 49 employees are incli'ded). Again usmg the 
National Health Interview Survey, we estimate that about 610,000 
workers having 31 or more days of bed rest would be eligible imder this 
provision. About 40 percent of workers have short-term disability cov- 
erage, which would provide paid leave for their ilkiess. Other workers 
have an average of 3.3 weeks of paid sick and vacation leave available 
before they would take unpaid leave. The average duration of ilkiess for 
these workers is estimated to be about 8.9 weeks. 



Our estimates likely overstate the costs of this legislation because we 
have not adUusted them to reflect the fact that some firms already have 
parental leave policies similar to the provisions of this legislation and 
that other employers make acconmiodations to workers who are ill or 
have children who are ill for extended periods of time, even in the 
absence of a formal leavp policy. In addition, several states already have 
disability and/or parental leave statutes containing provisions similar to 
those in this legislation. 

There is another matter related to the cost of this legislation that war- 
rants your attention, namely the need to clarify the definition of serious 
health condition under the provisions of the bill permitting leave to care 
for seriously ill children and temporary medical disability. Currently 
there is substantial room for varying interpretations. For example, the 
cost of the bill would increase by nearly $120 million if serious ilbiess is 
assumed to be 21 days or more of bed rest rather than 31 days as in our 
estimate. 

As requested by your office, we have not obtained agency comments on 
this report. We wiH send copies of this report to appropriate congres- 
sional committees, other interested parties, and will make copies availa- 
ble to others on request. 




Richard L. Fogel 

Assistant Clomptroller General 
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Parental Leave: Estimated Costs of H.R. 925, 
the Family and Medical Leave Act of 1987 



On November 2, 1987, we were asked by Congressman Clay, Chairman, 
and Congresswoman Roukema, Ranking Minority Member, Subcommit- 
tee on Labor-Management Relations, House Committee on Education and 
Labor, to estimate the costs of H.R. 925, the Family and Medical Leave 
Act of 1987, as amended. > This legislation would provide job protection 
to employees who work 20 or more hours per week and have 1-year 
tenure in firms with 50 or more employees, while permitting them 10 
weeks of unpaid leave to care for a new or seriously ill child or parent, 
and 15 weeks of unpaid leave due to their own iUness. Three years after 
enactment, firms employing between 35 and 49 workers would also be 
subject to this legislation. Further, the highest paid 10 percent or 5 
emrioyees, whichever is greater, are exempt from coverage under this 
legislation. 

Employers would be required to continue health benefits for a worker 
on unpaid leave on the same basis as if the employee were working. 
Other benefits, such as life insurance and retirement, need not be contin- 
ued. Upon returning to work, an employee would resume the same (or 
an equivalent) job. This legislation can be viewed principally as a job 
protection measure. During the first 3 years, this legislation would apply 
to the 39 percent of employees working in firms with 50 or more 
employees (about 5 percent of firms) and subsequently to the 43 percent 
of employees in firms with 35 or more employees (about 8 percent of 
firms). 



SCODC Sind Initially, we reviewed studies of employer parental leave policies and 

*^ practices in the Unites States and elsewhere to identify 



Methodology 
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the extent that firms currently offer unpaid leave similar to this 
legislation, 

the likely number of users of unpaid leave and the expected length of 
absence, and 

how companies cope with the absence of workers taking such leave. 

To estimate employer health insurance costs, we used data from a 1987 
Small Business Administration (sba) study of employee benefits in small 
and large firms. The average weekly employer cost of health insurance 



*GA0 has been working on this issue since February 1987, when we were asked to estimate the cost 
of a similar Senate bill, S. 249. See , G AO's Estimate of the Costs of the "Parental and Medical Leave 
Act of 1987" (S. 249) (GA0/T*HKD-88-5. October 29. 1987) In March (5o.igresswoman 
Roukema requested that we estimate the cost of H R 284, which has since been amended and 
mcluded in H R 925. 



Page 8 GA0/IIRI>«M4P«f«ntal Leave 

8 



Appendix I 

ParenUl Leave: Rstiiiiated CosU of H.R. 925, 
the Family and Medical Leave Act of 1987 



is about $25 per worker in firms covered under this legislation. This 
estimate is a weighted average reflecting the differences in cost and cov- 
erage between large and small employers, and family and individual 
policies. 

To estimate the extent to which employees have existing leave available 
that they could use before taking unpaid leave as provided for under 
this legislation, we used a 1986 Bureau of Labor Statistics survey of 
employee benefits for workers in medium and large firms that provided 
information on the extent to which firms currently provide paid vaca- 
tion, sick, and short-term disability leave. The sba study provided simi- 
lar information for small employers. To determine the length of unpaid 
leave a worker might take under the various provisions of the legisla- 
tion, we estimated the sick, vacation, and short-term disability leave 
available to a worker with 1-year tenure, not allowing for any carry- 
over of leave from previous years. 

We obtained data to estimate the potential number of leave users from 
three sources: 

• The March 1987 supplement to the Current Population Survey (CPS), 
which allowed us to estimate the number of women who worked in 1986 
and who had children under the age of 1 as of March 1987. This is the 
universe of people who might avail themselves of the bill's provision 
pertaining to leave to care for new children. 

• The 1985 National Health Interview Survey conducted by the National 
Center for Health Statistics, which contains information on the number 
of days per year that children and adults are confined to bed because of 
illness. This aUowed us to estimate the population most likely to take 
leave to care for seriously ill children and for temporary disability. 

• The 1982 National Long-Term Care Survey, sponsored by the Depart- 
ment of Health and Human Services, which contains information on the 
number of primary caregivers of Medicare recipients with serious disa- 
bilities. This provided us with information to estimate the population 
likely to take leave to care for a seriously ill parent. 

To get a sense for how employers acijust when employees take tempo- 
rary leave, we conducted a survey of 80 firms in two metropolitan labor 
markets— Detroit, Michigan, and Charleston, South Carolina. 
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Parental Leave: Eatimated Coats of H.R. 925, 
the Family and Medical Leave Act of 1987 



Summary of C!osts of 
H.R. 925, the Family 
and Medical Leave Act 
of 1987 

We believe there will be little, if any, measurable net costs to employers 
resulting from a furo's method of adjusting to the temporary absence of 
workers taking unpaid leave under this legislation. We found that only 
about 1 in 3 workers were replaced, the cost of replacement workers 
was similar to or less than the cost of the workers replaced, and employ- 
ei^ did not believe that a significant loss of output occurred. In addition, 
an employer's savings in worker salary and benefits for those on unpaid 
leave exceeds replacement costs and productivity losses. 

Also, we estimate that the rate of usage under the provisions of this 
legislation will be less than 1 in 300 workers being absent at any time; 
thus, we would not expect this legislation to cause major disruptions to 
employers. 

Our assumptions that (1) all eligible workers will take leave to care for 
seriously ill children and parents and (2) workers will take the full 
length of leave allowed to care for seriously ill parents and new chil- 
dren, tend to over estimate the cost of the legislation. Furthermore, to 
the extent that workers are already provided parental and extended dis- 
ability benefit^ by some firms or have either disability or parental leave 
benefits xmder existing state law, the costs to employers of this legisla- 
tion will be less than our estimate. Also, a firm's ability to exclude its 
highest paid 10 percent or 5 employees, whichever is greater, will fur- 
ther reduce the cost. The definition and interpretation of what consti- 
tutes a serious illness needs clarification and can affect the estimates as 
well. 



We estimate the cost of H.R. 925 to employers for the continuation of 
health benefits for the 1.7 million workers who p)otentially would take 
unpaid leave will be about $188 million aimually. When coverage is 
expanded to include firms with 35 or more workers, the estimated cost 
would be about $212 million annually for the 1.9 million potential 
beneficiaries. 
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Rgura 1.1: Summary of Cost* of K.R. 925, the Family and Medica! Leave Act of 1987 



Provision 



Birth or Adoption of Child 



Care for Seriously III Child 



Care for Seriously III Parent 



Temporary Medical Leave 



Total 



Birth or Adoption of Child 



Care for Seriously III Child 



Care for Seriously ill Parent 



Temporary Medical Leave 



Total 



Cost 
(millions) 

For Firms With 50 or More Employees 

$90 

10 
35 
53 
$188 

For Firms With 35 or More Empioyoes 

$102 
11 
38 
61 

$212 



Likely Beneficiaries 

840.000 
60.000 
165.000 
610.000 
1,675,000 



931.000 
66.000 
182.000 
676.000 
1,855,000 
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Leave to Care for New esUmate that the cost for health care continuance for workers on 
Phi IH rpn unpaid leave to care for new children will be about $90 million annually. 

L/IUiaren certain key f ac js regarding our estimate axe shown in Figure 1.2. 

We believe that leave to care for new children will be used predomi- 
nantly by women. Studies in the United States and in other countries of 
companies that allow such leave for men as well as women, in addition 
to our own survey of companies, support this position. While it may be 
expected that some change in the behavior of men may result from this 
legislation, it is unlikely that enough men will take leave to significantly 
affect the cost. Thus, we consider women to be the relevant population 
upon which to base our estimate. 



Rgurt 1.2: Leave to Care for New Children 



Likely Beneficiaries 


• Studies show very few men take family leave 

• 840.000 working women who gave birth (or adopted children) in 1986 would 
have qualified for unpaid leave 


Expected Leave Usage 


* 10 weeks, the maximum allowed under the legislation 


Existing Leave Policies 


• Studies show workers use paid leave before using unpaid leave 

• 40 percent of women have 6 weeks of employer-provided disability leave 

• Others have an average 3 5 weeks of paid sick and vacation leave 


Expected Cost 


• Less than $90 million 
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According to the CPS, about 2.2 million women workers in 1986 gave 
birth (or adopted children). Given the l-yeai* tenure requirement and 
firm size exclusion, about 840,000 women would be covered by ^'lis pro- 
vision of H.R. 925. 

Several studies indicate that few women take any unpaid leave, opting 
instead to use available pa'd leave. Our survey of firms indicated that 
over 84 percent of women taking leave returned to work within 10 
weeks. 

About 40 percent of women in firms providing disability leave were pro- 
vided 6 weeks of such leave. In addition, some women have paid sick 
and vacation leave available to use after childbirth. Women had an 
average of about 3.5 weeks of such leave. 

To the extent that firms already offer unpaid leax'e similar to this legis- 
lation (which we were unable to satisfactorily estimate although we 
know some do), and to the extent that some states have comparable 
leave laws, the actual cost of this legislation to employers of providing 
continued health insurance coverage will be less than our estimate. 

When the firm size covered is reduced to 35 employees, the cost of this 
provision will be about $102 million annually, and the estimated number 
of women covered will be about 931,000. 



Leave to Care for 
Seriously HI Children 



We estimate the cost to employers of continuing health coverage for 
workers on unpaid leave under this provision is about $10 million annu- 
ally, as shown in Figure 1.3. 

Using information from the National Health Interview Survey conducted 
by the National Center for Health Si tistics, we estimate that the maxi- 
mum number of workers likely eligible under this provision about 
60,000. This is the number of workers with children under the age c 1 18 
having 31 or more days of bed rest in one year, where either two par- 
ents were present and working or a single working parent was present. 
We assumed that each illness would result in one worker being absent 
for the full period of bed rest, up to 10 weeks. The average duration of 
illness is 7.8 weeks. 
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Figm 1.3: L^avo to Cars for Sariously Ml Childran 



Likely Beneficiaries 


•Workers with children having 31 or more days bed rest 
• 60.000 workers had seriously ill children 


Expected Leave Usage 


• 7.8 weeks average length of illness 

•One parent takes off the entire period for each seriously ill child 


Existing Leave Policies 


• Studies show workers use paid leave before using unpaid leave 

• Workers have an average 1 6 weeks of paid vacation leave 


Expected Cost 


•Less than $10 million 




We assumed that one parent from 100 percent of the households in the 
eligible population would take leave for the full duration of their child's 
illness up to the 10 weeks allowed vmder the legislation because we were 
unable to identify any information on the usage of leave to care for seri- 
ously ill children — its incidence is low and firms do not keep records on 
such absences. Further, we assumed that these workers would use their 
compensated leave, which averages 1.6 weeks, before taking unpaid 
leave. 




The estimated cost of this provision is sensitive to the definition used 
for the serious illness of a child. To illustrate this saisitivity, we com- 
puted alternate estimates using 21 or more days of bed rest. This 
increases the estimated number of workers eligible to 441,000, and we 
estimate the cost to be less than $70 million. 
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Parental Leave: Estimated CO0U of H.R. 925, 
the Family and Medical Leave Act of 1987 



When the coverage is increased to include firms with 35 to 49 employ- 
ees, the cost increases to about $11 million annually. The maximum 
number of workers eligible increases to about 66,000. Using 21 or more 
days of bed rest to define a seriously ill child, the number of eligible 
workers is 488,000 and the cost is about $76 million. 



Leave to Care for 
Seriously 111 Parents 



We estimate the cost to employers of continuing health coverage for 
workers on unpaid leave imder this provision is about $35 million annu- 
ally, as shown in Figure 1.4. 

Using information from the National Long-Term Care Survey conducted 
by the Bureau of the Census for the Department of Health and Human 
Services, we estimate that the maximum number of workers eligible 
imder this provision is about 165,000. 

This is the number of workers who are primary caregivers to Medicare 
enrollees who require long-term assistance. Long-term assistance is 
defined as daily assistance with personal hygiene, indoor mobility, or 
taking medication. A primary caregiver is someone with the main 
responsibility of caring for the disabled medicare enrollee. Our estimate 
of the eligible number of workers is probably an overestimate because it 
includes, in addition to the children, sons- and daughters-in-law of the 
care recipient, their siblings, grandchildren, other relatives, and friends. 
We were imable to factor out of this population those not covered by the 
bill. 

We assumed that each worker would take the maximum length of leave 
allowed under the bill because we have no information to provide us 
with another estimate. Further, we assumed that these workers would 
use their vacation leave, which averages 1.6 weeks, before taking 
unpaid leave. 

When firms with 35 to 49 employees are included in the coverage, we 
estimate the cost to be about $38 million annually, and the maximum 
number of workers eligible increases to about 182,0C0. 
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FIgura 1.4: Loave to Care for Seriously III Parents 



Likely Beneficiaries 


• Workers who iiave a parent requiring daily assistance with personal 
hygiene, indoor mobility, or taking medication 

• 165,000 workers care for disabled parents 


Expected Leave Usage 


• 10 weeks, the maximum allowed under the legislation 


Existing Leave Policies 


• Studies show workers use paid leave before using unpaid leave 

• Workers have an average 1 .6 weeks of paid vacation leave 


Expected Cost 


• Less than $35 million 



Temporary Medical 
Leave 



We estimate that the cost of this provision to employers will be about 
$53 million annually, as shown in Figure 1.5. 

Again using the National Health Interview Survey, and defining an 
employee's serious illness as 31 or more days of bed rest, we estimated 
that about 610,000 workers would be eligible under this provision. The 
duration of illness averaged about ^.9 weeks. Since 40 percent of 
employees are covered by their employers' short-term disability plans, 
which generally provide for 26 weeks of partially compensated leave, 
the cost estimate for this provision covers the 60 percent of workers 
having only sick and vacation leave available, which averages about 3.3 
weeks. 
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The estimated cost of this provision is sensitive to the definition used 
for the serious illness of an adult. We computed alternate estimates 
using 21 or more days of bed rest to demonstrate this sensitivity. The 
estimated number of workers eligible increases to 1.3 million and the 
cost to $112 million using the definition. 

When the coverage is increased to firms with 35 or more employees, the 
cost of this provision increases to about $61 million, and the number of 
workers covered increases to about 676,000. Defining a seriously ill 
adult as someone having 21 or more days of bed rest, the number of 
eligible workers increases to about 1.4 million and the cost to about $129 
million. 



Rgurt L5: TMiporary M«dlcai Lmv« 



Likely Beneficiaries 


• Workers with 31 or more days bed rest 

• 610,000 workers had serious illnesses 


Expected Leave Usage 


• 8.9 weeks average length of illness 


Existing Leave Policies 


• Studies show workers use paid leave before uf^ing unpaid leave 

• 40 percent have better benefits under employer-provided, short-term 
disability leave 

• Others have an average 3.3 weeks of paid sick and vacation leave 


Expected Cost 


• Less than $53 million 
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Parental Leave: Estimated Costs of ILR. 925, 
the Family and Medical Leave Act of 1987 



Our analysis of H.R. 925 leads us to conclude that there will be litUe if 
any measurable net cost to companies attributable to the replacement of 
workers on leave and associated productivity losses. This conclusion is 
based upon information from a survey we conducted of 80 firms in two 
metropolitan labor markets— Detroit, Michigan, and Charleston, South 
Carolina — where we asked employers how they acUusted to employees 
taking temporary leave. We found that 

• overall about 30 percent of workers were replaced, 

• employers tended to reallocate the work of those on leave to other 
employees, 

• the cost of replacement workers was generally similar to or less than the 
cost of the workers replaced, and 

• in general, employers did not believe that reaUocating the work or using 
replacement workers resulted in a significant loss of output. 

Qerical workers were most frequently replaced (46 percent), while man- 
agement and professional staff were seldom replaced. For those 
replaced, about three-quarters were hired directly by the firms, while 
the others were hired through temporary employment agencies. 

Employers indicated that some disruption occurred as the result of the 
temporary absence of workers but, in general, they were able to ac^just 
to the situation. More than half stated that their handling of the absence 
resulted in no delays, and more than three-quarters reported that essen- 
tially all work was performed. This was true for both large and small 
firms. 

» The net replacement cost to firms is essentially zero. An employer's sav- 

ings in worker salary and benefits for those on unpaid leave exceeds an 
employer's cost of replacement. The impression we got from our discus- 
sions with employers was that any additional costs associated with dis- 
rupted routines or postponed work was likely offset by these savings. 
Thus, we found little evidence of increased costs to firms. 



Employee 
Replacement and 
Productivity 



Concluding 
Observations 



We estimate the overall cost of the bill as presently drafted will be less 
than $188 million annually. When the coverage is increased to include 
firms with 35 to 49 employees, the maximum annual cost increases to 
about $212 million. The actual cost of this legislation is likely to be less 
when all existing coverage is factored out of the estimate. Specifically, 
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Appendix I 

Parental Leave: Estimated Costs of H.R. 925, 
the Family and MedioJ Leave Act of 1987 



• some firms (principally the larger ones) already have parental leave pol- 
icies similar to the provisions of this legislation, 

• several states have disability and/or parental leave statutes under cur- 
rent law, and 

• although formal policies generally do not exist, many employers already 
make accommodations to workers who are ill or have children who are 
ill for extended periods. 

We estimate that the rate of usage under the provisions of this legisla- 
tion will be less than 1 in 300 workers being absent at any time; thus, we 
would not expect this legislation to cause major disruptions to most 
employers. 

Our information on usage is basea upon past experience, and we assume 
no substantial behavior change on the part of employees in making our 
estimates. Although it is true that where attractive paid parental leave 
is available, an increase in usage results, this legislation provides only 
modest financial benefits (health insurance continuance) to employees 
while they experience a total loss of earnings when taking advantage of 
any of the provisions of this law. 

There is another matter related to the cost of this legislation that war- 
rants attention, namely the need to clarify the definition of serious 
health condition under the provisions of the bill permitting leave to care 
for seriously ill children and temporary medical disability. Currently 
there is substantial room for varying interpretations. For example, the 
cost of the bill would increase by nearly $120 million if serious illness is 
assumed to be 21 days or more of bed rest rather than 31 days as in our 
estimate. 

Although there will be costs associated with the federal administration 
and enforcement of this legislation, we cannot predict the extent to 
which violations will be alleged that would require investigation and 
possible adjudication. Therefore we are unable to estimate these costs. 
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Requests for copies of gag reports should be sent to: 

U.S. General Accouniing Office 
Post Office Box 6015 
Gaithersburg. Maryland 20877 

Telephone 202-275-6241 

The first five copies of each report are free. Additional copies are 
$2.00 each. 

There is a 25% discount on orders for 100 or more copies mailed to a 
single address. 

Orders must be prepaid by cash or by check or money order made out to 
the Superintendent of Documents. 
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